
Impendle Municipality 

Annua* Financial Statements for the year ended June 30. 2012 

General Information 


Mayoral committee 

Executive Mayor 

Councillors 

HW Cllr S.G. Ndlela (Appointed 3 June 2011) 

C.D Gwaia (26 May 2011) 

S. Mlaba (26 May 2011) 

S,M. Makhaye {26 May 2011) 

P. Mtolo (26 May 2011) 

Grading of focal authority 

Grade 1 

Category B 

Accounting Officer 

SJ Mabaso 

Appointed 1 November 2011 

Accounting Officer 

E.X. Muthwa (Acting Municipal Manager) 

Appointed 2 May 201 1- 29 February 2012 

Chief Finance Officer (CFO) 

T.G Pitout { Acting CFO) 

Appointed 01 May 2012 

Chief Finance Officer 

T.S, Khwela 

Appointed from 01 July 201 1- 30 April 2012 

Registered office 

21 Mafahteni Street 

Impendle 

3327 

Business address 

21 Mafahteni Street 

Impendle 

3327 

Postal address 

Private Bag x512 

Impendle 

3227 

Bankers 

Amalgamated Banks of South Africa 

Pietermaritzburg Branch 

Auditors 

Auditor General South Africa 

Attorneys 

Govindasamy, Ndzingi and Govender Attorneys Inc. 

Website 

ImpendleJocal.gov.za 

Contact Numbers 

033 396 0771 


Impendle Municipality 

Annual Financial Statements for the year ended June 30, 201 2 

Index 


The reports arid statements set out below comprise the annual financial statements presented to the Council 


index Page 

Accounting Officer's Responsibilities and Approval 3 

S ta tom e n t of F i nan cia I Pos ition 4 

$ ta tern en l of Fi na n da I Pe rform an ce 5 

Stafem e n t of Cha ng es In N et Asse ts 6 

Cash Flow Statement 7 

Accounting Policies 8* 18 

Notes to the Annual Financial Statements 19-40 


Abbreviations 
AGSA 
CRR 
DBSA 
GRAP 
HDF 
IAS 
MEC 
MFMA 
MIG 
VAT 

Legislation 

The following legislations were taken into account during the preparation of the Financial Statements; Constitution of the 
Republic of South Africa 1996, Municipal Systems Act 32 of 2000, Municipal Finance Management Act 56 of 2003, Municipal 
Property Rates Act 6 of 2004, Municipal Structures Act 117 of 1998 and Division of Revenue Act. 


Auditor General South Africa 

Capital Replacement Reserve 

Development Bank of South Africa 

Generally Recognised Accounting Practice 

Housing Development Fund 

International Accounting Standards 

Member of the Execuhve Council 

Municipal Finance Management Act 

Municipal Infrastructure Grant (Previously CM IP) 

Value Added Tax 




Impendle Municipality 

Annual Financial Statements for the year ended June 30. 2012 

Accounting Officer's Responsibilities and Approval 


The accounting officer is required by the Municipal Finance Management Act (Act 56 of 2003), to maintain adequate 
accounting records and is responsible for the content and integrity of the annual financial statements and related financial 
information included in this report It is the responsibility of the accounting officer to ensure that the annual financial 
statements fairly present the state of affairs of the municipality as at the end of the financial year and the results of its 
operations and cash flows for the period then ended The Auditor General is engaged to express an independent opinion on 
the annual financial statements and was given unrestricted access to all financial records and related data. 

The annual financial statements have been prepared in accordance with South African Statements of Generally Recognised 
Accounting Practice (GRAF) including any interpretations, guidelines and directives issued by the Accounting Standards 
Board. 

The annual financial statements are based upon appropriate accounting policies consistently applied and supported by 
reasonable and prudent judgements and estimates. 

The accounting officer acknowledge that he is ultimately responsible for the system of internal financial control established 
by the municipality and place considerable importance on maintaining a strong control environment, To enable the 
accounting officer to meet these responsibilities, the accounting officer sets standards for internal control aimed at reducing 
the risk of error or deficit in a cost effective manner. The standards include the proper delegation of responsibilities within a 
dearfy defined framework, effective accounting procedures and adequate segregation of duties to ensure an acceptable 
level of risk These controls are monitored throughout the municipality and all employees are required to maintain the 
highest ethical standards in ensuring the munidpalitys business is conducted in a manner that in all reasonable 
circumstances is above reproach. The focus of risk management in the municipality is on identifying, assessing, managing 
and monitoring all known forms of risk across the municipality. While operating risk cannot be fully eliminated, the 
municipality endeavours to minimise ft by ensuring that appropriate infrastructure, controls, systems and ethical behaviour 
are applied and managed within predetermined procedures and constraints. 

The accounting officer is of the opinion, based on the information and explanations given by management, that the system 
of internal control provides reasonable assurance that the finandal records may be relied on for the preparation of the 
annual finandal statements. However, any system of internal financial control can provide only reasonable, and not 
absolute, assurance against material misstatement or deficit. 

The accounting officer have reviewed the municipality's cash flow forecast for the period ending 30 June 2012 and. in the 
light of this review and the current financial position, they are satisfied that the municipality has or has access to adequate 
resources to continue in operational existence for the foreseeable future 

The municipality is largely dependent on the grant allocations through the Division of revenue act (DORA) for continued 
funding of operations. The annual financial statements are prepared on the basis that the municipality is a going concern 
and that the Impendle Municipality has neither the intention nor the need to liquidate or curtail materially the scale of the 
municipality. 

Although the accounting officer is pnmarily responsible for the financial affairs of the municipality, he is supported by the 
municipa1ity l s Chief Finance Officer. 

The Auditor General is responsible for independently reviewing and reporting on the municipality’s annua! financial 
statements. The annual financial statements have been examined by the Auditor General and their report is presented on 
page 4. 

The annual financial statement* set out on pages 4 to 40 which have been prepared on the going concern basis were 
approved by the accounting officer on 30 June 2012 and were signed on its behalf by 
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Impendle Municipality 

Annua! Financial Statements for the year ended June 30. 2012 

Statement of Financial Position 


Figures in Rand 

Note(s) 

2012 

2011 

Assets 




Current Assets 

Trade and other receivables 

9 

142 ,710 

114,767 

VAT receivable 

10 

4.183J08 

2.1B5.873 

Prepayments 

8 

66,050 

* 

Consumer debtors 

11 

477,897 

395.623 

Cash and cash equivalents 

12 

15,685,329 

5.047,1 2S 



20.555,094 

7,743,392 

Non-Current Assets 

Investment property 

4 

7,800.000 

6,064,610 

Property H plant and equipment 

5 

36,692.793 

26,225,855 

Intangible assets 

6 

250,242 

310,848 



44,743,035 

32,601,313 

Total Assets 


65,293,129 

40*344,705 

Liabilities 




Current Liabilities 

Loans from economic entities- Short term 

7 

401,155 

401,155 

Trade and other payables 

16 

478,463 

148.635 

Unspent conditional grants and receipts 

14 

16,740.318 

4,055,470 

Provisions 

15 

1,734,407 

986.282 



19,354,343 

5,591,542 

Non-Current Liabilities 

Loans from economic entities- Long term 

7 

1 051080 

1,452,235 

Total Liabilities 


20,405,423 

7,043.777 

Net Assets 


44,592,706 

33,300.928 

Net Assets 

Accumulated surplus 


44,892.706 

33,300.928 
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Annual Finanaal Statements for the year ended June 30, 2012 


Statement of Financial Performance 


Figures in Rand 

Notefs) 

2012 

2011 

Revenue 

Rendering of services 


28,830 

15,708 

Properly rates 

18 

629,360 

777,379 

Service charges 

19 

38,570 

36,280 

Rental of facilities and equipment 


188,407 

157,720 

Fines 


4*925 

6,631 

Licences and permits 


24,866 

14,072 

Government grants & subsidies 

20 

36,024,119 

26.900,083 

Fees earned 


- 

6,000 

Commissions received 


- 

1 1 ,092 

Other income 


171,181 

855,554 

Sale of Property 


- 

1*974 

Indemnity 


- 

500 

Fax & printing 


- 

6,681 

Sundry receipts 


- 

3,103 

Interest received - investment 

25 

949,059 

522,446 

Total Revenue 


38,059,317 

29,315*123 

Expenditure 

Salaries and wages 

23 

(11,632.445) 

(9,566.416) 

Remuneration of councillors 

24 

(1,352,378) 

(1,038,014) 

Transfer payments 


(3,150) 

- 

Depreciation and amortisation 

26 

(2,026,372) 

(1,296,880) 

Impairment loss / Reversal of impairments 


(43,186) 

(15,021) 

Finance costs 

27 

(173,626) 

(212*508) 

Debt impairment 


- 

(553,018) 

Collection costs 


(1,896) 

- 

Repairs and maintenance 


(1,704,247) 

(944,443) 

Contracted services 

29 

(318,833) 

(400,822) 

Grant funded expenditure 

30 

(1,218,634) 

(3,600.407) 

General Expenses 

22 

(9,184,916) 

(6,725,328) 

Total Expenditure 


(27,659,683) 

124,352,857) 

Surplus for the year 


10,399,634 

4,962,266 
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Statement of Changes in Net Assets 


Figures in Rand 

Accumulated 

surplus 

Total net 
assets 

Balance at 01 July 201 0 

Changes in net assets 

Surplus for the year ended 30 June 201 1 

28,338,662 

4,962,266 

28,338,662 

4,962.266 

Total changes 

4,362,266 

4,962,266 

Opening balance as previously reported 

Balance at July 01 * 201 1 as restated 

Changes in net assets 

Farr value gams, net of tax: Land and buildings 

33,300,928 

33,300,928 

1.192,144 

33.300.928 

33.300.928 

1,192,144 

Net income (losses) recognised directly in net assets 

Surplus for the year ended 30 June 2012 

1.192,144 

10,399,634 

1,192,144 

10.399,634 

Total recognised tncorne and expenses for the year ended 30 June 2012 

11.591,778 

11.591,778 

Total changes 

11,591.778 

11,591.778 

Balance at June 30, 2012 

44,882,706 

44,892,706 


Note(s) 
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Annual Financial Statements for the year ended June 30, 2012 

Cash Flow Statement 


Figures m Rand 


Note(s) 


2012 


2011 


Cash flows from operating activities 


Receipts 

Grants and subsidies received 

Interest income 


43,024,119 

949.059 

23,043,201 

522,446 



43,973,170 

23,565,647 

Payments 

Employee costs 

Suppliers 

Finance costs 


(11,987797) 

(7,753.265) 

(173.626) 

(10,604,430) 

(8,589,604) 

(212,508) 



(19,914,688) 

(19,406,542} 

Net cash flows from operating activities 

31 

24.068,490 

4,159,105 

Cash flows from investing activities 




Purchase of property, plant and equipment 

Purchase of other intangible assets 

Non cash items 

5 

6 

(12,339.397} 

(93707) 

(586,432) 

(6,393,620) 

(24,335) 

13,868 

Net cash flows from investing activities 


(13.019,136) 

(6,404,087) 

Cash flows from financing activities 




Loan (payments) f receipts 


(401,154) 

(319,091) 

Net increasehdecrease) in cash and cash equivalents 

Cash and cash equivalents at the beginning of the year 


10,638,200 

5.047,129 

(2,564,073) 

7,611,202 

Cash and cash equivalents at the end of the year 

12 

15,685,329 

5,047,129 
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Annual Financial Statements for the year ended June 30. 2012 

Accounting Policies 


1 Presentation of Annual Financial Statements 

The annual financial statements have been prepared in accordance with the Standards of Generally Recognised 
Accounting Practice [GRAPj including any interpretations, guidelines and directives issued by the Accounting Standards 
Board. 

These annual financial statements have been prepared on an accrual basis of accounting and are in accordance with 
historical cost convention unless specified otherwise. They are presented in South African Rand. 

A summary of the significant accounting policies, which have been consistently applied, are disclosed below. 

These accounting policies are consistent with the previous period, except for the changes set out in note First-time 
adoption of Standards of GRAP 

1.1 Significant judgements and sources of estimation uncertainty 

In preparing the annual financial statements, management is required to make estimates and assumptions that affect the 
amounts represented in the annual financial statements and related disclosures. Use of available information and the 
application of judgement is inherent in the formation of estimates. Actual results in the future could differ from these 
estimates which may be material to the annual financial statements. Significant judgements include 

Trade receivables or loans and receivables 

The municipality assesses its trade receivables and loans and receivables for impairment at the end of each reporting 
period. In determining whether an impairment loss should be recorded in surplus or deficit, the surplus makes judgements 
as to whether there is observable data indicating a measurable decrease in the estimated future cash flows from a financial 
asset. 

The impairment for trade receivables and loans and receivables is calculated on a portfolio basis, based on historical loss 
ratios, adjusted for national and industry-specific economic conditions and other indicators present at the reporting date that 
correlate with defaults on the portfolio. These annual loss ratios are applied to loan balances in the portfolio and scaled to 
the estimated loss emergence period. 

Fair value estimation 

The fair value of financial instruments traded in active markets (such as trading and avai3able-for-sale securities) is based 
on quoted market prices at the end of the reporting period. The quoted market price used for financial assets held by the 
municipality is the current bid price. 

The fair value of financial instruments that are not traded in an active market (for example. over-the counter derivatives) is 
determined by using valuation techniques. The municipality uses a variety of methods and makes assumptions that are 
based on market conditions existing at the end of each reporting period. Quoted market prices or dealer quotes for similar 
instruments are used for long-term debt. Other techniques, such as estimated discounted cash flows, are used to determine 
fair value for the remaining financial instruments 

The carrying value of trade receivable and payable are assumed to approximate their fair values. 

Impairment testing 

The recoverable (service) amounts of individual assets and cash-generating units have been determined based on the 
higher of value-in-use calculations and fair values less costs to sell. These calculations require the use of estimates and 
assumptions. 

The municipality reviews and tests the carrying value of assets when events or changes in circumstances suggest that the 
carrying amount may not be recoverable Jf there are indications that impairment may have occurred, estimates are 
prepared of expected future cash flows for each group of assets. 

Provisions 

Provisions were raised and management determined an estimate based on the information available. Additional disclosure 
of these estimates of provisions are included in note 15 - Provisions 
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Accounting Policies 


1.1 Significant judgements and sources of estimation uncertainty (continued) 

Effective interest rate 

The municipality used the prime interest rate to discount future cash Rows 

Allowance for doubtful debts 

On debtors an impairment loss is recognised in surplus and deficit when there is objective evidence that it is impaired. The 
impairment is measured as the difference between the debtors carrying amount and the present value of estimated future 
cash flows discounted at the effective interest rate, computed at initial recognition 

Useful lives of property, plant and equipment and intangible assets 

The min legality's management determines the estimated useful fives and related depreciation charges for property, plant 
and equipment and intangible assets. This estimate is based on the condition and use of the individual assets, in order to 
determine the remaining period over which the asset can and will be used. 

1.2 Investment property 

Investment property is property (land or a building * or part of a building - or both) held to earn rentals or for capital 
appreciation or both rather than for 

* use in the production or supply of goods or services or for 

* administrative purposes, or 

* sale in the ordinary course of operations. 

Owner-occupied property is property held for use in the production or supply of goods or services or for administrative 
purposes 

Investment property is recognised as an asset when and only when, it is probable that the future economic benefits or 
service potential that are associated with the investment property will flow to the enterprise, and the cost or fair value of the 
investment property can be measured reliably 

Investment property is initially recognised at cost. Transaction costs are included in the initial measurement. 

Where investment property is acquired at no cost or for a nominal cost, its cost is its fair value as at the date of acquisition 

Costs include costs incurred initially and costs incurred subsequently to add to, or to replace a part of, or service a property 
If a replacement part is recognised in the carrying amount of the investment property, the carrying amount of the replaced 
part is derecognised. 

Fair value 

Subsequent to initial measurement investment property fs measured at fair value. 

The fair value of investment property reflects market conditions at the reporting date. 

A gam or loss arising from a change in fair value is included in net surplus or deficit for the period in which it arises. 

If the municipality determines that the fair value of an investment property under construction is not reliably determinable 
but expects the fair value of the property to be reliably measurable when construction is complete, it measures that 
investment property under construction at cost until either its fair value becomes reliably determinable or construction is 
completed (whichever is earlier). If the municipality determines that the fair value of an investment property (older than an 
investment property under construction) is not reliably determinable on a continuing basis, the municipality measure that 
investment property using the cost model (as per the accounting policy on Property, plant and equipment). The residual 
value of the investment property is then assumed to be zero. The entity apply the cost model (as per the accounting policy 
on Property, plant and equipment) until disposal of the investment property. 

Once the municipality becomes able to measure reliably the fair value of an investment property under construction that has 
previously been measured at cost, it measures that property at its fair value. Once construction of that property is complete, 
it is presumed that fair value can be measured reliably. If this is not the case, the property is accounted for using the cost 
model in accordance with the accounting policy on Property, plant and equipment 
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Annual Financial Statements for the year ended June 30, 2012 

Accounting Policies 


1.2 Mergers (continued) 

Compensation from third parties for investment property that was impaired, lost or given up is recognised in surplus or 
deficit when the compensation becomes receivable. 

When classification is difficult, the criteria used to distinguish investment property from owner-occupied property and from 
property held for sale in the ordinary course of business, are as follows 

1.3 Property, plant and equipment 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the 
production or supply of or services, rental to others, or for administrative purposes, and are expected to be used during more 
than one period. 

The cost of an item of property, plant and equipment is recognised as an asset when 

* it is probable that future economic benefits or service potential associated with the item will flow to the 
municipality , and 

• the cost of the item can be measured reliably, 

Property , plant and equipment is initially measured at cost. 

The cost of an item of property plant and equipment is the purchase price and other costs attributable to bring the asset to the 
location and condition necessary for it to be capable of operating in the manner intended by management. Trade discounts and 
rebates are deducted in arriving at the cosL 

Where an item of property, plant and equipment is acquired at no cost, of for a nominal cost, rts cost is its fair value as at date 
of acquisition. 


Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary assets, or a 
combination of monetary and nonmonetary assets, the asset acquired is initially measured at fair value (the cost). If the 
acquired item's fair value was not determinable, ifs deemed cost is the carrying amount of the asset(s) given up. 

When significant components of an item of property, plant and equipment have different useful lives, they are accounted for as 
separate items (major components) of property, plant and equipment. 

Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs incurred 
subsequently to add to, replace part of or service ll If a replacement cost is recognised in the carrying amount of an item of 
properly, plant and equipment, the carrying amount of the replaced part is derecognised 

The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located is also 
included in the cost of property, plant and equipment, where the entity is obligated to incur such expenditure and where the 
obligation arises as a result of acquiring the asset or using it for purposes other than the production of inventories. 

Recognition of costs in the carrying amount of an item of properly, plant and equipment ceases when the item is in the location 
and condition necessary for it to be capable of operating in the manner intended by management. 

Major spare parts and stand by equipment which are expected to be used for more than one period are included in property, 
plant and equipment In addition spare parts and stand by equipment which can only be used in connection with an item of 
property, plant and equipment are accounted for as property, plant and equipment. 

Major inspection costs which are a condition of continuing use of an item of property, plant and equipment and which meet the 
recognition criteria above are included as a replacement in the cost of the item of property, plant and equipment Any remaining 
inspection costs from the previous inspection are derecognised. 

Property, plant and equipment are depreciated on the straight line basis over their expected useful fives to their estimated 
residual value. 

Property, plant and equipment is carried at cost less accumulated depredation and any impairment losses. 
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Accounting Policies 


1,3 Property, plant and equipment (continued) 

The useful lives of items of property, plant and equipment have been assessed as follows; 


Item 

Buildings 

Rant and machinery 
Furniture and fixtures 
Motor vehicles 
Office equipment 

■ Computer Hardware 

* Office Machines 
IT equipment 
Computer software 
Infrastructure 
Community 

* Sports Fields 

* Security Measures 3 

* Security Measures 5 
Communication equipment 

Other property, plant and equipment 

* Kitchen Equipment 

■ Routes 


Average useful life in years 

30 

10-15 

10 

5*7 

4 

3*5 

4 

3-5 

15 

30 

3 

5 
5 

5 

30 


The residual value, and the useful fife and depreciation method of each asset are reviewed at the end of each reporting date. If 
the expectations differ from previous estimates, the change is accounted for as a change in accounting estimate. 

Reviewing the useful life of an asset on an annual basis does not require the entity to amend the previous estimate unless 
expectations differ from the previous estimate. 

Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of the item is 
d epr ecia ted sepa r a te ly . 

The depreciation charge for each period is recognised in surplus or deficit unless it is included in the carrying amount of 
another asset 


Items of property, plant and equipment are derecognised when the asset is disposed of or when there are no further economic 
benefits or service potential expected from the use of the asset 

The gam or loss arising from the derecognition of an item of property, plant and equipment is included in surplus or deficit when 
the item is derecognised. The gain or loss arising from the derecognition of an item of property, plant and equipment is 
determined as the difference between the net disposal proceeds, if any, and the carrying amount of the item 


1.4 Intangible assets 

An asset is identified as an intangible asset when it: 

* is capable of being separated or divided from an entity and sold, transferred, licensed, rented or exchanged, 
either individually or together with a related contract, assets or liability; or 

* arises from contractual rights or other legal rights, regardless whether those rights are transferable or separate 
from the municipality or from other rights and obligations 

An intangible asset is recognised when 

* it is probable that the expected future economic benefits or service potential that are attributable to the asset will 
flow to the municipality, and 

* the cost or fair value of the asset can be measured reliably. 

Intangible assets are initially recognised at cost. 

Where an intangible asset is acquired at no cost or for a nominal cost its cost is its fair value as at the date of acquisition. 
Expenditure on research (or on the research phase of an internal project) is recognised as an expense when it is incurred. 
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Accounting Policies 


1.4 Intangible assets (continued) 

An intangible asset arising from development (or from the development phase of an internal project) is recognised when: 

* it is technically feasible to complete the asset so that it will be available for use or sale 

* there is an intention to complete and use or sell it. 

* there is an ability to use or sell it. 

* it wilt generate probable future economic benefits or service potential. 

* there are available technical, financial and other resources to complete the development and to use or sell the 
asset, 

* the expenditure attributable to the asset during its development can be measured reliably, 

Subsequent to initial measurement intangible assets are carried at cost less any accumulated amortisation and any 
accumulated impairment losses. 

An intangible asset is regarded as having an indefinite useful life when, based on all relevant factors, there is no 
foreseeable limit to the period over which the asset is expected to generate net cash inflows or service potential. 
Amortisation is not provided for these intangible assets, but they are tested for impairment annually and whenever there is 
an indication lhat the asset may be impaired. For alt other intangible assets amortisation is provided on a straight line basis 
over their useful life. 

The amortisation period, residua) value, if any. and the amortisation method for intangible assets are reviewed at the end of 
each reporting date If the expectations differ from previous estimates, the change is accounted for as a change in 
accounting estimate 

Internally generated brands, mastheads, publish mg titles, customer lists and items similar in substance are not recognised 
as intangible assets. 

The useful lives of intangible assets have been assessed as follows 

Item Useful life 

Computer software 3-5 years 

Intangible assets are derecognised on disposal, or when no future economic benefits or service potential are expected from 
its use or disposal. 

The gain or loss arising from the derecognition of an intangible asset is determined as the difference between the net 
disposal proceeds, if any, and the carrying amount of the intangible asset Such difference is recognised in surplus or deficit 
when the intangible asset is derecognised. 

1.5 Financial instruments 
Classification 

The municipality classifies financial assets and financial liabilities Into the following categories 

* Financial assets at fair value through surplus or deficit - designated 

* loans and receivables 

Classification depends on the purpose for which the financial instruments were obtained t incurred and takes place at initial 
recognition Classification is re-assessed on an annual basis, except for derivatives and financial assets designated as at fair 
value through surplus or deficit, which shall not be classified out of the fair value through surplus or deficit category 

Initial recognition and measurement 

Financial instruments are recognised initially when the municipality becomes a party to the contractual provisions of the 
instruments; 

The municipality classifies financial instruments, or their component parts, on initial recognition as a financial asset, a 
financial liability or an equity instrument in accordance with the substance of the contractual arrangement. 

Financial instruments are measured initially at fair value, except for equity investments for which a fair value is not 
determinable, which are measured at cost and are classified as available-for-sale financial assets. 
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Accounting Policies 


1.5 Financial instruments (continued) 

For financial instruments which are not at fair value through surplus or deficit, transaction costs are included in the initial 
measurement of the instrument. 

Transaction costs on financial instruments at fair value through surplus or deficit are recognised in surplus or deficit. 

Regular way purchases of financial assets are accounted for al 

Subsequent measurement 

Financial instruments at fair value through surplus or deficit are subsequently measured at fair value with gams and losses 
arising from changes in fair value being included in surplus or deficit for the period 

Net gains or losses on the financial instruments at fair value through surplus or deficit dividends and interest. 

Loans and receivables are subsequently measured at amortised cost, using the effective interest method, less accumulated 
impairment losses. 

Impairment of financial assets 

At each end of the reporting period the municipality assesses all financial assets, other than those at fair value through 
surplus or deficit, to determine whether there is objective evidence that a financial asset or group of financial assets has 
been impaired. 

For amounts due to the municipality, significant financial difficulties of the debtor probability that the debtor will enter 
bankruptcy and default of payments are all considered indicators of impairment 

In the case of equity securities classified as avaitab!e-fo resale, a significant or prolonged decline in the fair value of the 
security below its cost is considered an indicator of impairment. If any such evidence exists for available-formate financial 
assets, the cumulative toss - measured as the difference between the acquisition cost and current fair value, less any 
impairment loss on that financial asset previously recognised in surplus or deficit - is removed from equity as a 
reclassification adjustment in other comprehensive income and recognised in surplus or deficit. 

Impairment losses are recognised in surplus or deficit. 

Impairment losses are reversed when an increase in the financial asset's recoverable amount can be related objectively to 
an even! occurring after the impairment was recognised subject to the restriction that the carrying amount of the financial 
asset at the date that the impairment is reversed shall not exceed what the canying amount would have been had the 
impairment not been recognised, 

Reversals of impairment losses are recognised in surplus or deficit except for equity investments classified as available-for- 
sale. 

Impairment losses are also not subsequently reversed for available-for-sale equity investments which are held at cost 
because fair value was not determinable. 

Where financial assets are impaired through use of an allowance account, the amount of the loss is recognised in surplus 
or deficit within operating expenses. When such assets are written off. the write off is made against the relevant allowance 
account. Subsequent recoveries of amounts previously written off are credited against operating expenses. 

Loans to (from) economic entities 

These include loans to and from controlling entities follow controlled entities, controlled entities, joint ventures and 
associates and are recognised initially at fair value plus direct transaction costs, 

Loans to economic entities are classified as loans and receivables. 

Loans from economic entities are classified as financial liabilities measured at amortised cost. 

Receivables from exchange transactions 
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1,5 Financial instruments (continued) 

Trade receivables are measured at initial recognition at fair value, and are subsequently measured at amortised cost using 
the effective interest rate method Appropriate allowances for estimated irrecoverable amounts are recognised in surplus or 
deficit when there is objective evidence that the asset is impaired. Significant financial difficulties of the debtor, probability 
that the debtor will enter bankruptcy or financial reorganisation, and default or delinquency in payments (more than 30 days 
overdue) are considered Indicators that the trade receivable is impaired The allowance recognised is measured as the 
difference between the asset’s carrying amount and the present value of estimated future cash flows discounted at the 
effective interest rate computed at initial recognition. 

The carrying amount of the asset is reduced through the use of an allowance account, and the amount of the deficit is 
recognised in surplus or deficit within operating expenses. When a trade receivable is uncollectible, it is written off against 
the allowance account for trade receivables. Subsequent recoveries of amounts previously written off are credited against 
operating expenses in surplus or deficit. 

Trade and other receivables are classified as loans and receivables. 
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1.5 Financial instruments (continued) 

Payables from exchange transactions 

Trade payables are initially measured at fair value, and are subsequently measured at amortised cost, using the effective 
interest rate method. 

Cash and cash equivalents 

Cash and cash equivalents comprise cash on hand and demand deposits and other short-term highly liquid investments 
that are readily convertible to a known amount of cash and are subject to an insignificant risk of changes in value. These 
are initially and subsequently recorded at fair value. 

Bank overdraft and borrowings 

Bank overdrafts and borrowings are initially measured at fair value, and are subsequently measured at amortised cost, 
using the effective interest rate method. Any difference between the proceeds (net of transaction costs) and the settlement 
or redemption of borrowings is recognised over the term of the borrowings in accordance with the municipality's accounting 
policy for borrowing costs, 

1.6 Leases 

A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to ownership. A lease 
is classified as an operating lease if it does not transfer substantially all the risks and rewards incidental to ownership. 

When a lease includes both land and buildings elements the entity assesses the classification of each element separately 

Operating leases - lessee 

Operating lease payments are recognised as an expense on a straight-line basts over the lease term. The difference 
between the amounts recognised as an expense and the contractual payments are recognised as an operating lease asset 
or liability. 

The aggregate benefit of incentives is recognised as a reduction of rental expense over the lease term on a straight-line 
basis over the lease term. 

Any contingent rent is recognised separately as an expense when paid or payable and are not straight-lined over the lease 
term. 


1*7 Impairment of cash-generating assets 

Cash-generating assets are those assets held by the municipality with the primary objective of generating a commercial return. 
When an asset is deployed in a manner consistent with that adopted by a profit-orientated entity, it generates a commercial 
return. 

Impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematic recognition 
of the loss of the asset’s future economic benefits or service potential through depreciation (amortisation), 

Canying amount is the amount at which an asset is recognised in the statement of financial position after deducting any 
accumulated depreciation and accumulated impairment losses thereon. 

A cash-generating unit is the smallest identifiable group of assets held with the primary objective of generating a commercial 
return that generates cash inflows from continuing use that are largely independent of the cash inflows from other assets or 
groups of assets 

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and income tax 
expense. 

Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful fife. 

Fair vatu© less costs to sell is the amount obtainable from the sale of an asset in an arm's length transaction between 
knowledgeable, willing parties, less the costs of disposal. 
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1.7 Impairment of cash-generating assets (continued) 

Recoverable amount of an asset or a cash-generating unit is the higher its fair value less costs to sell and rls value in use 
Useful life is either 

(a) the period of time over which an asset is expected to be used by the municipality; or 

(b) the number of production or similar units expected to be obtained from the asset by the municipality. 

Criteria developed by the municipality to distinguish cash -generating assets from non-cash-generating assets are as follow 

1.8 Share capital l contributed capital 

An equity instrument Is any contract that evidences a residual interest in the assets of an municipality after deducting all of 
its liabilities. 

1.9 Provisions and contingencies 
Provisions are recognised when: 

the municipality has a present obligation as a result of a past event; 

* it is probable that an outflow of resources embodying economic benefits or service potential will be required to 
settle the obligation; and 

* a reliable estimate can be made of the obligation. 

The amount of a provision is the best estimate of the expenditure expected to be required to settle the present obligation at 
the reporting date. 

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. Provisions are reversed if it 
is no longer probable that an outflow of resources embodying economic benefits or service potential will be required, to 
settle the obligation. 

A provision is used only for expenditures for which the provision was originally recognised 
Provisions are not recognised for future operating deficits. 

A constructive obligation to restructure arises only when an entity 

* has a detailed formal plan for the restructuring, identifying at least. 

the activity/operating unit or part of a activity/operating unit concerned 
* the principal locations affected; 

- the location, function, and approximate number of employees who will be compensated for services being 
terminated; 

the expenditures that will be undertaken; and 
when the plan will be implemented and 

* has raised a valid expectation in those affected thatit will carry out the restructuring by starting to implement that 
plan or announcing its main features to those affected by ft. 

1.10 Revenue from exchange transactions 

Revenue is the gross inflow of economic benefits or service potential during the reporting period when those inflows result tn an 
increase in net assets, other than increases relating to contributions from owners. 

An exchange transaction is one in which the municipality receives assets or services, or has liabilities extinguished, and directly 
gives approximately equal value (primarily in the form of goods, services or use of assets) to the other party in exchange. 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in 
an arm's length transaction. 

1.11 Revenue from non-exchange transactions 

Non-exchange transactions are defined as transactions where the entity receives value from another entity without directly 
giving approximately equal value in exchange 

Revenue is the gross inflow of economic benefits or service potential during the reporting period when those inflows result in an 
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SSSS' ' " aSS " mU * e “ ha " 9M ” 8 »■“»» «** knowledgeable. willing pad.ea in 

1.12 Investment income 

Investment income is recognised on a time-proportion basis using the effective interest method 

1-13 Borrowing costs 

It is inappropriate to capitalise borrowing costs when, and only when, there is clear evidence that it is difficult to link iht> 
borrowing requirements of an entity directly to the nature of the expenditure to be funded i e “pSl or iJrS 

Borrowing costs are recognised as an expense in the period in which they are incurred. 

1.14 Comparative figures 

Where necessary, comparative figures have been reclassified to conform to changes in presentation in the current year. 

1.15 Unauthorised expenditure 

Unauthorised expenditure means 

overspending of a vote or a main division within a vote and 

XClX'rf P “ rP0S ° ° f ' in ' te ““ ° f a ™ sl " “»»• ™* >" 

10 a " authorised expenditure is recognised as an expense in the statement of financial performance 
and^ rf™ the expenditure was incurred. The expenditure is classified in accordance with the nature of the expense 
and where recovered, it is subsequently accounted for as revenue in the statement of financial performance. P 

1.16 Fruitless and wasteful expenditure 

exemt S e 5 d e!CPentii,Ure expendiiure wh,ch wss made vai " a " d would have been avoided had reasonable care been 

expense, and where recovered, it is subsequently accounted for as revenue in the statement of financial performance 

1.17 Irregular expenditure 

IS SS - 

1.18 Presentation of currency 

These annual financial statements are presented in South African Rand. 

1.19 Housing development fund 

The Housing Development Fund was established in terms of the Housing Act, (Act No 107 of 19971 Loan* from national 

s~= 
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1*20 Revaluation reserve 

The surplus arising from the revaluation of property, plant and equipment is credited to a non-distnbutable reserve. The 
revaluation surplus is realised as revalued buildings are depreciated, through a transfer from the revaluation reserve to the 
accumulated surplus/deficil On disposal, the net revaluation surplus is transferred to the accumulated surplus/deficit while 
gains or losses on disposal, based on revalued amounts are credited or charged to the Statement of Financial 
Performance 

1*21 Conditional grants and receipts 

Revenue received from conditional grants, donations and funding are recognised as revenue to the extent that the 
municipality has complied with any of the criteria, conditions or obligations embodied in the agreement. To the extent that 
the criteria, conditions or obligations have not been met a liability is recognised. 

1*22 Segmental Information 

Segmental information on property, plant and equipment, as well as income and expenditure, is set out in Appendices C 
and D, based on the International Government Financial Statistics classifications and the budge! formats prescribed by 
National Treasury. The municipality operates solely in its area of jurisdiction as determined by the Demarcation Board. 

Segment information is prepared in conformity with the accounting policies applied for preparing and presenting the 
financial statements. 

1.23 Related parties 

The municipality operates in an economic sector currently dominated by entities directly or indirectly owned by the South 
African Government, As a consequence of the constitutional independence of the three spheres of government in South Africa, 
oniy entities within the national sphere of government are considered to be related parties. 

Management are those persons responsible for planning, directing and controlling the activities of the municipality, including 
those charged with the governance of the municipality in accordance with legislation, tn instances where they are required to 
perform such functions. 

Close members of the family of a person are considered to be those family members who may be expected to influence, or be 
influenced by, that management in their dealings with the municipality. 

Only transactions with related parties not at arm s length or not in the ordinary course of business are disclosed. 
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2. Changes in accounting policy 

The annual financial statements have been prepared in accordance with South African Statements of Generally Recognised 
Accounting Practice on a basis consistent with the prior year except for the adoption of the following. 


Standard of GRAP 
GRAP 1 

Presentation of Financial Statements 

GRAP 2 

Cash Flow Statements 

GRAP 3 

Accounting Policies, Changes in Accounting Estimates and Errors 

GRAP 4 

The Effects of Changes in Foreign Exchange Rates 

GRAP 5 

Borrowing Costs 

GRAP 6 

Consolidation and Separate Financial Statements 

GRAP 7 

Investments in Associates 

GRAP 8 

Interest m Joint Ventures 

GRAP 9 

Revenue from Exchange Transactions 

GRAP 10 

Financial Reporting in Hype nn Ration ary Economies 

GRAP 11 

Construction Contracts 

GRAP 12 

Inventories 

GRAP 13 

Leases 

GRAP 14 

Events after Reporting Date 

GRAP 16 

Investment Property 

GRAP 1? 

Properties, Plant and Equipment 

GRAP 18 

Segment Reporting 

GRAP 19 

Provisions, Contingent Liabilities and Contingent Assets 

GRAP 23 

Revenue from Non Exchange Transactions 

GRAP 24 

Presentation of Budget Information in the Financial Statements 

GRAP 100 

Non current assets Held for Sate and Discontinued Operations 

GRAP 101 

Agriculture 

GRAP 102 

Intangible Assets 


The aggregate effect of the changes in accounting policy on the annual financial statements for the year ended 30 June 
2012 is as follows; 

Statement of financial position 

Management do not have sufficient records relating to interest capitalised on plant and equipment to enable retrospective 
expensing of borrowing cost. For this reason the change in accounting policy is applied prospectively, 

[If retrospective application is impracticable for a particular prior period, or for periods before those presented, disclose the 
circumstances that led to the existence of that condition and a description of how and from when the change in accounting 
policy has been applied.] 



Impendle Municipality 

Annual Financial Statements for the year ended June 30, 2012 


Notes to the Annual Financial Statements 


3, New standards and interpretations 

3.1 Standards and interpretations effective and adopted in the current year 

In the current year, the municipality has adopted the following standards and interpretations that are effective for the current 
financial year and that are relevant to its operations 

3.2 Standards and Interpretations early adopted 

The municipality has chosen to early adopt the following standards and interpretations: 

Standard/ Interpretation: Effective date; Expected impact: 

Years beginning on or 
after 

* GRAP T8; Segment Reporting April 01 , 201 3 

3.3 Standards and interpretations issued, but not yet effective 

The municipality has not applied the following standards and interpretations, which have been published and are mandatory 
for the municipality's accounting periods beginning on or after July 01 . 2012 or later periods: 

GRAP 23: Revenue from Non-exchange Transactions 

Revenue from non-exchange transactions arises when an entity receives value from another entity without directly giving 
approximately equal value in exchange. An asset acquired through a non-exchange transaction shall initially be measured 
at its fair value as at the date of acquisition. 

This revenue will be measured at the amount of increase in net assets recognised by the municipality. 

An inflow of resources from a non-exchange transaction recognised as an asset shall be recognised as revenue, except to 
the extent that a liability is recognised for the same inflow. As an entity satisfies a present obligation recognised as a liability 
in respect of an inflow of resources from a non-exchange transaction recognised as an asset, it will reduce the carrying 
amount of the liability recognised as recognise an amount equal to that reduction. 

The effective date of the standard is for years beginning on or after April 01, 2012. 

The municipality expects to adopt the standard for the first time in the 2013 annual financial statements. 

It is unlikely that the standard will have a material impact on the municipality's annual financial statements. 

GRAP 24: Presentation of Budget Information in the Financial Statements 

An Municipality should present comparison of the budget amounts for which is held publicity accountable and actual 
amounts either as a separate additional financial statements or as additional budget columns in the financial statements 
currently presented in accordance with standards of GRAP. The comparison of budget amounts shall presents separately 
for each level of legislative oversight 

* the approved and final budget amounts 

* the actual amounts on a comparable basis, and 

* by way of note disclosure, an explanation of matenal differences between the budget for which the municipality is 
held publicly accountable and actual amounts, unless such explanation is induded in other public documents 
issued in conjunction with the financial statements, and a cross reference to those documents is made in the 
notes. 

GRAP 21: Impairment of non-cash-generating assets 

Non-cash -gen era ling assets are assets other than cash-generating assets. 

When the carrying amount of a non-cash-generating asset exceeds its recoverable service amount it is impaired. 

The present value of the remaining service potential of a non-cash-generating asset is determined using one of the 
following approaches: 

* Depreciated replacement cost approach 
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3* New standards and interpretations (continued) 

■ Restoration cost approach 

* Service units approach 

The effective dale of the standard is for years beginning on or after April 01 , 201 2. 

The municipality expects to adopt the standard for the first time in the 2013 annual financial statements. 

GRAP 26: Impairment of cash -generating assets 

Cash-generating assets are those assets held by an municipality with the primary abjective of generating a commercial 
return. When an asset is deployed in a manner consistent with that adopted by a profit-orientated entity, it generates a 
commercial return. 

When the carrying amount of a cash-generating asset exceeds Its recoverable amount, it is impaired. 

GRAP 25: Employee benefits 

The objective of GRAP25 is to prescribe the accounting and disclosure for employee benefits: 

GRAP25 must be applied by an employer in accounting for all employee benefits, except share based payment 
transactions. 

This Standard has been approved by the Board but its effective date has not yet been determined by the Minister of 
Finance. The effective date indicated is a provisional date and could change depending on the decision of the Minister of 
Finance. 

The effective date of the standard is for years beginning on or after April 01 . 201 3. 

The municipality expects to adopt the standard for the first time In the 2014 annual financial statements, 
it is unlikely that the standard will have a material impact on the municipality’s annual financial siatements, 

GRAP 104: Financial Instruments 

The standard prescribes recognition measurement, presentation and disclosure requirements for financial instruments. 
Financial instruments are defined as those contracts that results in a financial asset in one municipality and a financial 
liability or residual interest in another municipality. A key distinguishing factor between financial assets and financial 
liabilities and other assets and liabilities, is that they are settled in cash or by exchanging financial Instruments rather than 
through the provision of goods or services. 

Financial assets and financial liabilities are initially recognised at fair value. Where an municipality subsequently measures 
financial assets and financial liabilities at amortised cost or cost, transactions costs are included in the cost of the asset or 
liability. 

Concessionary loans are loans either received by or granted to another municipality on concessionary terms, e.g, at low 
interest rates and flexible repayment terms. On initial recognition, the fair value of a concessionary loan is the present value 
of the agreed contractual cash flows, discounted using a market related rate of interest for a similar transaction. The 
difference between the proceeds either received or paid and the present value of the contractual cash flows is accounted 
for as non-exchange revenue by the recipient of a concessionary loan in accordance with Standard of GRAP on Revenue 
from Non-exchange Revenue Transactions (Taxes and Transfers) and using the Framework for the Preparation and 
Presentation of Financial Statements (usually as an expense) by the grantor of the loan. 

Financial assets and financial liabilities are subsequently measured either at fair value or, amortised cost or cost. An 
municipality measures a financial instrument at fair value if it is 

• a derivative, 

* a combined instrument designated at fair value, Le, an instrument that includes a derivative and a non-derivative 
host contract; 

* held-foKrading; 

# a non-derivative instrument with fixed or determinable payments that is designated at initial recognition to be 
measured at fair value: 

• an investment in a residual interest for which fair value can be measured reliably; and 
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3. New standards and interpretations {continued) 

* other instruments that do not meet the definition of financial instruments at amortised cost or cost, 

GRAP 104 requires extensive disclosures on the significance of financial instruments for an mu map a lily's statement of 
financial position and statement of financial performance, as well as the nature and extent of the risks that an municipality is 
exposed to as a result of its annual financial statements. Some disclosures, for example the disclosure of fair values for 
mstruments measured at amortised cost or cost and the preparation of a sensitivity analysis, are encouraged rather than 
required, 

GRAP 104 does not prescribe principles for hedge accounting. An municipality is permitted to apply hedge accounting, as 
long as the principles in IAS 39 are applied. 

The effective date of the standard is for years beginning on or alter April 01 . 2012, 

The municipality expects to adopt the standard for the first time in the 2013 annual financial statements. 

It is unlikely that the amendment will have a material impact on the municipality’s annual financial statements, 

3.4 Standards and interpretations not yet effective or relevant 

The following standards and interpretations have been published and are mandatory for the municipality's accounting 
periods beginning on or after July 01, 2012 or later periods but are not relevant to its operations 

The aggregate impact of the initial application of the statements and interpretations on the municipality’s annual financial 
statements is expected to be as follows 
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Figures in Rand 



2012 

2011 

4, Investment property 


2012 


2011 


Cost i 
Valuation 

Accumulated 

depreciation 

and 

accumulated 

impairment 

Carrying value Cost 1 

Valuation 

Accumulated 

depredation 

and 

accumulated 

impairment 

Carrying value 

Investment property 7,800,000 

- 

7, B00. 000 6,064,610 

$.064,610 

Reconciliation of investment property - 2012 





Investment property 


Opening 

balance 

6,064,610 

Fair value 
adjustments 
1,735,390 

Total 

7.800,000 

Reconciliation of investment property - 2011 





Investment property 


Opening 

balance 

3,239,670 

Fair value 
adjustments 
2,824,940 

Total 

6,064,610 


A register containing the information required by section 63 of the Municipal Finance Management Act is available for 
inspection at the registered office of the municipality. 


Restrictions on the realisability of investment property or the remittance of revenue and proceeds of disposal are as follows 

Contractual obligations to purchase, construct or develop investment property or for repairs, maintenance or enhancements 
is as follows: 

In the exceptional cases when the municipality have to measure investment property using the cost model in the Standard 
of GRAP on Property, Plant and Equipment when the municipality subsequently uses the fair value measurement disclose 
the following 

* a descnption of the investment property. 

an explanation of why fair value cannot be determined reliably. 

* if possible the range of estimates within which fair value is highly likely to lie. and 

* on disposal of investment property not carried at fair value: 

the fact that the entity has disposed of investment property not earned at fair value, 
the carrying amount of that investment property at the time of sale and 
* the amount of gain or loss recognised 

When the municipality s policy is to subsequently measure investment property on the cost model, when the municipality 
cannot determine the fair value of the investment property reliably, the municipality must disclose 

* a description of the investment property, 

* an explanation of why fair value cannot be determined reliably, 

* if possible, the range of estimates within which fair value is highly likely to he. 
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Reconciliation of intangible assets - 2012 


Impendle Municipality 

Annual Financial Statements for the year ended June 30, 2012 

Notes to the Ann ual Financial Statements 

Figures In Rand 


6, Intangible assets (continued) 

Opening Additions Amortisation Total 
balance 

Computer software 310,848 93.307 (153,91 3> 250,242 


Reconciliation of intangible assets - 2011 


Opening Additions Amortisation Total 
balance 

Computer software, other 407,518 24,335 (121,005) 310,848 

7* Loans to (from) economic entities 

8. Prepayments 

9, Trade and other receivables 


Other receivables 

Staff debtors 

122,696 

20,014 

114,767 


142,710 

114,767 

10. VAT receivable 



VAT 

4,183,108 

2,135,873 

VAT is payable on the receipts basis. VAT is paid over to SARS only once payment is received from debtors, 

1 1 . Consumer debtors 


Gross balances 

Rates 

541,930 

416,470 

Less: Provision for debt impairment 

Rates 

(64,033) 

(20,847) 

Net balance 

Rates 

477,897 

395.623 


Rates 

Current (0 - 30 days) 

31 - 60 days 
61 - 90 days 
91 - 120 days 
121 - 150 days 
151-180 days 
+ 181 days 
Sub-total 

less. Provision for doubtfule debts 


Reconciliation of debt impairment provision 
Balance at beginning of the year 
Contributions to provision 


53.515 

251,050 

45.871 

111,231 

39,004 

25,640 

23.920 

28,549 

18,400 


22,016 

. 

339,204 


541,930 

416,470 

(64,033) 

(20 P 847) 

477,897 

395,623 


(20,847) 


(43,186) 

(20,847) 

(64,033) 

(20,847) 



Page 27 


Impendle Municipality 

Annual Finanoal Statements for the year ended June 30, 2012 

Notes to the Annual Financial Statements 

Figures in Rand 2012 


12. Cash and cash equivalents 

Cash and cash equivalents consist of 

Cash on hand 
Bank balances 
Short-term deposits 


The municipality had the following bank accounts 


Account number l description 

Absa * Current - 407-624-0270 
Standard Bank - Current - 250- 
361-698 

Standard Bank - Current- 253- 
535-751 

Standard Bank- Cureent- 636- 
864-901 

Standard Bank- Current- 636- 
863-484 

Standard Bank- Current- 636- 
863-476 

Standard Bank- Current- 
03788101 -246-000-003 
Absa Bank- Curren 1-207-186- 
1728 

Fnb-Currem-622-484-i 5607 

Total 


1 3. Loan 


Bank statement balances 
30 June 2012 June 30. 2011 
14,031 t 4B1 2,329,368 

283,729 

10,756 

367,441 

122.117 

189.353 

377,228 

654,588 

15,752,964 2~613,097 _ 


10,000 10.000 

13,953,845 889,893 

1,721.484 4,147,236 

15,685,329 5,047,129 


Cash book balances 
30 June 2012 June 30, 2011 
13,953.845 889.893 

283,997 

10,756 10,586 

367,441 353.139 

122.117 117.411 

189.354 182,019 

2,479,966 

377,228 

654,588 

- 15,675*329 4,317,011 


Minimum loan payments due 

- within one year 

- in second to fifth year inclusive 

Present value of minimum lease payments 


401,155 401,155 

1,051,080 1,452,235 

1*452*235 1,853.390 


Present value of minimum lease payments due 
Non-current liabilities 
Current liabilities 


1,051.080 1,452,235 

401,155 401*155 

1,452,235 1,853,390 


The Municipality has acquired a loan with Absa Bank in August 2010 at flat interest rate of 10.3% for a period five years. 
The monthly repayment amounts to R47898.36. 


Interest rates are fixed at the contract date. All loan have fixed repayments 

14. Unspent conditional grants and receipts 
Unspent conditional grants and receipts comprises of: 
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Figures in Rand 

2012 

2011 

14. Unspent conditional grants and receipts (continued) 



Unspent conditional grants and receipts 

Free Basic Electricity Gram 

Sport and Recreation Grant 

Small Town Rehabiiation Grant 

Housing Fund Grant 

Electrification Grant 

Milling Grant 

Municipal Infrastructure Grant 

98,602 
150,000 
4.517,587 
678.91 1 
4.948,166 
4.217,730 
2,129,322 

700,277 

1.136,342 

2,218,851 


16,740,318 

4,055,470 

Movement 



Balance at the beginning 

Additions 

Income recognition 

4,055,470 

29,830.033 

(17,145,185) 

5.967,762 

9,285,361 

(11,187.653) 


16,740,318 


4,055,470 


These amounts are invested in a ring-fenced investment until utilised. (Revenue is only recognised from these conditional 
grants once all conditions relating to expenditure are fulfilled 

15. Provisions 

Reconciliation of provisions - 2012 


Landfill Site Provision 
Audit Fees 
Leave pay provisions 


Reconciliation of provisions - 2011 


Audit Fees 
Leave pay provisions 


16. Trade and other payables 

Trade payables 
Other payables 


Opening 

Balance 

Additions 

Utilised during 
the year 

Total 

- 

302.500 

_ 

302,500 

400.000 

547,784 

(447,784) 

500,000 

586,282 

449,173 

(103,548) 

931 ,907 

988,282 

1,299,457 

(551,332) 

1,734,407 


Opening 

Balance 

Additions 

Utilised during 
the year 

Total 

255,41 1 

457,995 

(313,406) 

400.000 

546,353 

605,234 

(565,305) 

566,282 

801,704 

1,063,229 

(878,711) 

986,282 


336,667 

148,635 

141,796 

- 

478,463 

148,635 
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2011 

17. Revenue 



Rendering of services 

Property rates 

Service charges 

Rental of facilities and equipment 

Fines 

Licences and permits 

Government grants and subsidies 

28.830 

629*360 

38,570 

168,407 

4,925 

24,866 

36,024,119 

15,708 

777,379 

36.280 

157,720 

6,531 

14,072 

26.900.083 


36,939,077 

27,907,773 

The amount included in revenue arising from exchanges of goods or 
services are as follows: 

Rendering of services 

Service charges 

Rental of facilities an equipment 

Licences and permits 

28,830 

38,570 

188.407 

24,866 

15,708 
36.2B0 
157 720 
14.072 


280,673 

223,780 

The amount included in revenue arising from non-exchange transactions 
is as follows: 

Taxation revenue 

Property rates 

Fines 

Transfer revenue 

Levies 

629,360 

4,925 

36,024,119 

777,379 

6,531 

26,900.083 


36,659,404 

27,683,993 

18. Property rates 



Rates received 



Residential property 

Commercial property 

State property 

Municipal 

Small holdings and farms 

Industrial 

Multi-purpose 

Property rates 3 

Less; income forgone 

75,577 

94,559 

152,287 

429,344 

17,540 

73,768 

(213,715) 

71,344 

89,263 

143,758 

405,298 

16,558 

69,537 

(18,379) 


629,360 

777,379 

19. Service charges 



Refuse removal 

38,570 

36.280 
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20. Government grants and subsidies 

Municipal System Improvement Grant 

Electrification Grant 

Municipal Infrastructure Grant 

Small Town Rehabilitation Grant 

Library services 

Housing Funds 

Governance Grant 

Finance Management Grant 

Free Basic Electricity Grant 

Equitable share 

DBSA Grant 

Milling Grant 

Arts and Culture Grant 


Equitable Share 


790,000 

750,000 

937,834 

678,000 

8.960,529 

6.312,158 

1,782,413 

* 

81,800 

112,215 

- 

59,439 

1,500,000 

1.250,000 

955,748 

* 

18,877.650 

16,386,660 

- 

566,872 

1,918,612 

363,658 

219,533 

421,081 

36,024,119 

26.900,083 




Municipal Infrastructure Grant (MIG) 


Balance unspent at beginning of year 

Current-year receipts 

Conditions met - transferred to revenue 


Conditions still to be met - remain liabilities 


2,218,851 5,124,009 

8*871,000 3,407,000 

f 8, 960, 528) (6,312,158) 

2,129,323 2,218,851 


There is still work in progress amounting to R2 129 323. 
Conditions 

This grant is to be used for Infrastructure development only. 


Transfers 

The grant was transferred by National Treasury 


Focus 


»•— -<*•* * poo, households ,o 


Implementation 

As at 30 June 2012 road projects were approximately 82% complete 

Municipal System Improvement Grant (MS1G) 


Balance unspent at beginning of year 

Currem-year receipts 

Conditions met - transferred to revenue 


790,000 750,000 

(790,000) (750,000) 


All conditions were met. 
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20. Government grants and subsidies (continued) 

Conditions 

This grant is to be used for municipal system improvement 
Transfers 

The grant was transferred by National Co-operative Governance and Traditional Affairs (COGTA) 

Focus 

The focus of this grant is to assist municipalities in building in-house capacity to perform their functions and stabilise 
institutional and governance systems as required in the Municipal Systems Act, 2000 and related legislations and policies 

Implementation 

As at 30 June 2012 system enhancement was 100% complete 

Housing Funds Grant 

Balance unspent at beginning of year 700,278 784*314 

Conditions me! ~ transferred to revenue (SI . Q49) {i 1 2*21 5) 

Interest received 59^683 28*179 

678*912 700*278 


All conditions were met 


Conditions 

This grant is to be used to finance the preliminary stage of housing development 
Transfers 

The grant was transferred by the Housing Department 
Focus 

The focus was to finance the preliminary stage of housing development 
Implementation 

The municipality made an application to use this money towards the salary of the newly appointed Housing Officer 
Sport and Recreation Grant 


Balance unspent at beginning of year 

Current-year receipts 

Conditions met - transferred to revenue 

Other 


Governance Grant 

Balance unspent at beginning of year 
Conditions met - transferred to revenue 


150.0GD 


150,000 

* 


59.439 

- 

(59,439) 

* 

- 


The municipality has applied to the COGTA to use the remaining savings on the grant 
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20, Government grants and subsidies (continued) 

Conditions 

This grant is to be used for the development of systems and procedures of the municipality 
Transfers 

The grant was transferred by National Co-operative Governance and Traditional Affairs (COGTA) 

Focus 

The focus was to assist the municipality to draw effective systems and procedures 
Implementation 

As at 30 June 2012 implementation was 100% complete 

Milling Grant 

Balance unspent at beginning of year 1,136,342 

Current-year receipts 5,000,000 

C ondi lions met - ban sferred to re ven ue 1(1.91 8,61 2 ) 

4,217,730 


1 , 500,000 

(363,658) 

1 , 135,342 


Conditions still to be met - remain liabilities (see note 14) 

Electrification Grant 

Current-year receipts 5,886,000 678,000 

Conditions met - transferred to revenue (937,834) (678,000) 

4,948,166 T 


Conditions still to be met - remain liabilities (see note 14) 

This is used to implement the mterg rated national eiectrifi cation by providing capital subsidies to Eskom to address the 
electrification backlog of permanently occupied dwellings, the installation of bulk insfrastructure and rehabilitation of 
electrification infrastructure. 

Finance Management Grant 

Balance unspent at beginning of year 

Current-year receipts 1 ,500,000 1 ,250,000 

Conditions met - transferred to revenue (1 *500,000) (1 ,250,000) 


All conditions were met 
Conditions 

This grant is to be used to finance the cost of training finance interns, training, buy mg assets for finance department 
Transfers 

Th e g ra n t was Ira n sfe rred by N a ti o n a I T rea su ry 
Focus 

The focus of this grant ts to promote and support reforms of financial management by building capacity in municipalities to 
implement the Municipal Finance Management Act 

Implementation 

Asat30June20l2 implementation was 100% complete 

Free Basic Electrification Grant 
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20. Government grants and subsidies (continued) 

Balance unspent at beginning of year 

Current-year receipts 

Conditions met * transferred to revenue 


Conditions still to be met - remain liabilities (see note 14. 

Conditions 

This grant is to be used to provide monthly subsidy of 50kW free to indegent people. 
Transfers 

The grant was transferred by National Treasury 
Focus 

The focus was to assist the municipality subsidise indegent people m the community 
Implementation 

As at 30 June 2012 implementation was 90% complete 

Library Grant 

Balance unspent at beginning of year 

Current-year receipts 

Conditions met - transferred to revenue 


1 ,Q54 t 350 819.300 

(955,748) (819.300) 

98,602 ~T 


219.533 421081 

(219,533) (421081) 


All conditions were met. 

Conditions 

This grant is to be used to transform urban and rural community library infrastructure facilities and services through a 
recapitalised programme of provincial level in support of local government and national initiatives. 

Transfers 

The grant was transferred by Provincial Library Department 
Focus 

The focus was to assist the municipality to finance the salary of the Cyber Cadet 
Implementation 

As at 30 June 2012 implementation was 100% complete 

21. Other revenue 

Tender fees 
Commissions received 
Rates certificates 
Sale of property 
Indemnity 
Fax and printing 
Sundry receipts 

171,181 884,904 


171,181 


6,000 
11092 
855.554 
1974 
500 
6.681 
3 1H3 
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22. General expenses 

Advertising 
Auditors fees 
Bank charges 
Cleaning 

Consulting and professional fees 

Consumables 

Entertainment 

Community development and training 
Conferences and seminars 
IT expenses 

Lease rentals on operating lease 

Motor vehrcle licence fees 

Fuel and oil 

Printing and stationery 

Protective elothmg 

Repairs of landfill site 

Staff welfare 

Subscnptions and membership fees 

Telephone and fax 

Training 

Travel - local 

Electricity 

Tourism development 
Bargaining council 
I DP Review 
Library Projects 

LED Business plans and strategy 

Art tourism culture 

Children support 

Elderly support 

HIV- Health 

Poverty eleviation 

Project management 

TV licenses 

Other expenses 


148,195 

149,466 

447784 

77,762 

83,242 

39,006 

3,171 

4,068 

57,485 

28,636 

110,512 

29.102 

- 

30,000 

* 

57,304 

83,643 

142,588 

298,329 

92,177 

215.600 

- 

6,822 

9.875 

530,331 

384,047 

224, 1 1 5 

133,224 

75,994 

41,646 

302,500 

. 

31,886 

96,629 

14.4 IS 

187,272 

516735 

467 909 

757,826 

300,839 

667.593 

200.152 

1,268,585 

1.107,824 

14,398 


3,262 

3,461 

242,887 

173742 

106,535 

381.506 

7,698 

124,999 

93,234 

1 03.029 

46,944 

48,978 

117,611 

130.120 

23,000 

34,600 

55,878 

186,925 

207.408 

263,976 

1,910 

1.525 

2,419.385 

1,692,942 

9,184,916 

6,725,328 
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23* Employee related costs 



Basic 

Bonus 

Medical aid - company contributions 

UIF 

SDL 

Post-employment benefits - Pension * Defined contribution plan 

Overtime payments 

Housing benefits and allowances 

Cellphones 

9.71 1 ,394 
487,577 
223,246 
58,920 
107,587 
557,721 
190,036 
27,864 
268.100 

8,205,674 

332,547 

167.279 

51.054 

61728 

514,546 

83750 

34.637 

115,201 


11,632,445 

9,566,416 

Remuneration of municipal manager 



Annual Remuneration 

Car Allowance 

Other 

Telephone 

Acting Allowance 

332,962 

80.000 

16,000 

161,600 

449,933 

110,000 

45,544 


590,562 

605,477 

Remuneration of chief finance officer 



Annual Remuneration 

Car Allowance 

Telephone 

Other 

412.270 

8,000 

457720 

16,483 

9,600 

4,606 


420,270 

488,409 

Remuneration of corporate services manager 



Annual Remuneration 

Car Allowance 

Telephone 

Other 

393.959 

102700 

9,600 

371.502 

102700 

9.600 

26.180 


506,259 

509,982 

Remuneration of technical manager 



Annual Remuneration 

Telephone 

Other 

496.659 

9.600 

474,203 

9.6QQ 

4,606 


506,259 

488,409 

24* Remuneration of councillors 



Executive Major 

Councillors 

265.237 

1,087.141 

135,841 

902,173 


1,352,376 

1,038,014 

In-kind benefits 



The Mayor is not full-time. He is provided with an office, cellphone, 3g mordem and a laptop at the cost of the Council. 

The Mayor has use of a Council owned vehicle for official duties. 
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24, Remuneration of councillors (continued) 

The Mayor has two full-time mayoral aids sourced from municipal security department . 

25. Investment revenue 


Interest revenue 

Unlisted financial assets 
Bank 

Interest charged on trade and other receivables 


26. Depreciation and amortisation 
Property, plant and equipment 

27. Finance costs 
Non-current borrowings 

28. Auditors* remuneration 


Fees 

29. Contracted services 

Specialist Services 

Contracted services were for services rendered by Chubb, Nashua, Minolta 

30. Grants and subsidies paid 

Other subsidies 

Electrification Protect 

Municipal System improvement Grant 

Governance Grant 

Finance Management Gram 

Housing Ward 2 

Housing Ward 3 

Housing Ward 4 


932,220 

16,839 

29,314 

493,132 

949,059 

522,446 

2.026,372 

1,296.880 

173,626 

212.508 

447,784 

77.762 

318.833 

400,822 


937.834 

1,486,296 

- 

750.000 

- 

59.439 

199,000 

1.192,457 

39,750 

26.070 

29,550 

33.920 

12,500 

52,225 

1,218,634 

3,600,407 
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31- Cash generated from operations 

Surplus 

Adjustments for: 

Depreciation and amortisation 
impairment deficit 
Debt impairment 
Movements in provisions 

Inventories 

Trade and other receivables 

Consumer debtors 

Prepayments 

Trade and other payables 

VAT 

Unspent conditional grants and receipts 


2012 

2011 

10.399,634 

4,962.266 

2,026.372 

1,296,880 

43,186 

15,021 

- 

553,018 

748.125 

184,518 

(27.943) 

99.416 

(82,274) 

(565,351) 

(66*050) 

- 

329.827 

(1,166,080) 

(1,997,235) 

691.709 

12,684,843 

(1,912,292) 


24,058,490 4,159,105 


32, Commitments 
Authorised capital expenditure 

9.514,584 5,843,145 

1 .272,775 357,410 

10.787,359 6,205,555 

This committed expenditure relates to property and will be financed by Municipal Infrastructure Gram and Small Town 
Rehabilitation Grant. 

Operating leases - as lessee (expense) 

Minimum iease payments due 

- within one year 

- in second to fifth year inclusive 

1,176,000 


215/600 

960/400 


Capital and operating committement as at 30 June 2012 

* Capital programmes 
- Operating Programmes 


Operating lease payments represent rentals payable by the municipality for certain of its office properties. Leases are 
negotiated for an average term of seven years and rentals are fixed for an average of three years. No contingent rent is 
payable. 

33. Related parties 

There were no related party transaction for the financial period 

34. Going concern 

The annual financial statements have been prepared on the basis of accounting policies applicable to a going concern This 
basis presumes thal funds will be available to finance future operations and lhat the realisation of assets and settlement of 
liabilities, contingent obligations and commitments will occur in the ordinary course of business, 

35. Fruitless and wasteful expenditure 

Fruitless and wasteful expenditure in respect of interest and penalties due to 64,488 

late payments 
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36. Irregular expenditure 

Add Irregular Expenditure * current year 


Analysis of expenditure awaiting condonation per age classification 
Technical Department Engineers 

- Irregular expenditure due to contracted services providers continue to render 
services after the contract have expired 

- Road contraction was awarded a tender with out following SCM procedures 
Mig Contractor 

- Irregular expenditure due to contractor awarding a contractor who did not 
disclose that they are in the employ of the state 

Performance management consulting 

- Member of the audit committee was awarded a tender without follow SCM 
procedures 

VAT recovery 

- A supplier was awarded a tender with out following SCM procedures 
FMS upgrade 

- A supplier was awarded a tender with out fallowing SCM procedures 


37, Actual operating expenditure versus budgeted operating expenditure 


2012 

2011 

711,850 

1.854,518 

357,410 

. 

354,440 

1.418,000 

* 

55,579 

- 

264,249 

- 

116.690 

711,850 

1, 854,51 8 


A comparison of budget amounts and actual amounts are presented as a separate additional Annexgre A presented in 
accordance with GRAP Standards. The companson of the budget and actual amounts presents separately each level of 
legeslative oversight the approved and final budget amounts; the actual amounts on a comparables basis, and by the way 
of note disclosure the explanation of differences betweeen the budget and the actual amounts are documented in 
Annexure A, 


36, Deviation from supply chain management regulations 

Paragraph I2(1)(d)(i) of Government gazette No. 27636 issued on 30 May 2005 slates that a supply chain management 
policy must provide for the procurement of goods and services by way of a competitive bidding process. 

Paragraph 36 of the same gazette states that the accounting officer may dispense with the official procurement process in 
certain circumstances, provided that he records the reasons for any deviations and reports them to the next meeting of the 
accounting officer and includes a note to the annual financial statements. 

Buses and gym equipment were procured during the financial year under review and the process followed in procuring 
those goods deviated from the provisions of paragraph 12(1)(d)(i) as stated above. The reasons for these deviations were 
documented and reported to the accounting officer who considered them and subsequently approved the deviation from the 
normal supply chain management regulations. 
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STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS 
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